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properties. Disclose the current prin-
cipal amount of each material encum-
brance, interest and amortization pro-
visions, prepayment provisions, matu-
rity date and the balance due at matu-
rity assuming no prepayments.

(3) Outline briefly the principal
terms of any lease of any of such prop-
erties or any option or contract to pur-
chase or sell any of such properties.

(4) Outline briefly any proposed pro-
gram for the renovation, improvement
or development of such properties, in-
cluding the estimated cost thereof and
the method of financing to be used. If
there are no present plans for the im-
provement or development of any un-
improved or undeveloped property, so
state and indicate the purpose for
which the property is to be held or ac-
quired.

(5) Describe the general competitive
conditions to which the properties are
or may be subject.

(6) Include a statement as to wheth-
er, in the opinion of the management
of the small business issuer, the prop-
erties are adequately covered by insur-
ance.

(7) With respect to each improved
property which is separately described,
provide the following in addition to the
above:

(i) Occupancy rate;
(ii) Number of tenants occupying ten

percent or more of the rentable square
footage and principal nature of busi-
ness of each such tenant and the prin-
cipal provisions of each of their leases;

(iii) Principal business, occupations
and professions carried on in, or from
the building;

(iv) The average effective annual
rental per square foot or unit;

(v) Schedule of the lease expirations
for each of the ten years starting with
the year in which the registration
statement is filed, stating:

(A) the number of tenants whose
leases will expire,

(B) the total area in square feet cov-
ered by such leases,

(C) the annual rental represented by
such leases, and

(D) the percentage of gross annual
rental represented by such leases;

(vi) Each of the properties and com-
ponents thereof upon which deprecia-
tion is taken, setting forth the:

(A) federal tax basis,
(B) rate,
(C) method, and
(D) life claimed with respect to such

property or component thereof for pur-
poses of depreciation;

(vii) The realty tax rate, annual real-
ty taxes and estimated taxes on any
proposed improvements.

Instruction: If the small business issuer has a
number of properties, the information may
be given in tabular form.

§ 228.103 (Item 103) Legal Proceedings.
(a) If a small business issuer is a

party to any pending legal proceeding
(or its property is the subject of a
pending legal proceeding), give the fol-
lowing information (no information is
necessary as to routine litigation that
is incidental to the business):

(1) Name of court or agency where
proceeding is pending;

(2) Date proceeding began;
(3) Principal parties;
(4) Description of facts underlying

the proceedings; and
(5) Relief sought.
(b) Include the information called for

by paragraphs (a) (1) through (5) of this
Item for any proceeding that a govern-
mental authority is contemplating (if
the small business issuer is aware of
the proceeding).

Instructions to Item 103: 1. A proceeding that
primarily involves a claim for damages does
not need to be described if the amount in-
volved, exclusive of interest and costs, does
not exceed 10% of the current assets of the
small business issuer. If any proceeding pre-
sents the same legal and factual issues as
other proceedings pending or known to be
contemplated, the amount involved in such
other proceedings shall be included in com-
puting such percentage.

2. The following types of proceedings with
respect to the registrant are not ‘‘routine
litigation incidental to the business’’ and,
notwithstanding instruction 1 of this Item,
must be described: bankruptcy, receivership,
or similar proceeding.

3. Any proceeding that involves federal,
state or local environmental laws must be
described if it is material; involves a dam-
ages claim for more than 10% of the current
assets of the issuer; or potentially involves
more than $100,000 in sanctions and a govern-
mental authority is a party.

4. Disclose any material proceeding to
which any director, officer or affiliate of the
issuer, any owner of record or beneficially of
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more than 5% of any class of voting securi-
ties of the small business issuer, or security
holder is a party adverse to the small busi-
ness issuer or has a material interest adverse
to the small business issuer.

§ 228.201 (Item 201) Market for Com-
mon Equity and Related Stock-
holder Matters.

(a) Market information. (1) Identify
the principal market or markets where
the small business issuer’s common eq-
uity is traded. If there is no public
trading market, so state.

(i) If the principal market for the
small business issuer’s common equity
is an exchange, give the high and low
sales prices for each quarter within the
last two fiscal years and any subse-
quent interim period for which finan-
cial statements are required by Item
310(b).

(ii) If the principal market is not an
exchange, give the range of high and
low bid information for the small busi-
ness issuer’s common equity for each
quarter within the last two fiscal years
and any subsequent interim period for
which financial statements are re-
quired by Item 310(b). Show the source
of the high and low bid information. If
over-the-counter market quotations
are provided, also state that the
quotations reflect inter-dealer prices,
without retail mark-up, mark-down or
commission and may not represent ac-
tual transactions.

(2) If the information called for by
paragraph (a) of this Item is being pre-
sented in a registration statement re-
lating to a class of common equity for
which at the time of filing there is no
established public trading market, in-
dicate the amount(s) of common eq-
uity:

(i) that is subject to outstanding op-
tions or warrants to purchase, or secu-
rities convertible into, common equity
of the registrant;

(ii) that could be sold pursuant to
Rule 144 under the Securities Act or
that the registrant has agreed to reg-
ister under the Securities Act for sale
by security holders; or

(iii) that is being or has been pro-
posed to be, publicly offered by the reg-
istrant unless such common equity is
being offered pursuant to an employee
benefit plan (or dividend reinvestment
plan), the offering of which could have

a material effect on the market price
of the registrant’s common equity.

(b) Holders. Give the approximate
number of holders of record of each
class of common equity.

(c) Dividends. (1) Discuss any cash
dividends declared on each class of
common equity for the last two fiscal
years and in any subsequent period for
which financial information is re-
quired.

(2) Describe any restrictions that
limit the ability to pay dividends on
common equity or that are likely to do
so in the future.

Instruction: Canadian issuers should, in addi-
tion to the information called for by this
Item, provide the information in Item
201(a)(1)(iv) of Regulation S–K and Instruc-
tion 4 thereto.

§ 228.202 (Item 202) Description of Se-
curities.

(a) Common or Preferred Stock. (1) If
the small business issuer is offering
common equity, describe any dividend,
voting and preemption rights.

(2) If the small business issuer is of-
fering preferred stock, describe the div-
idend, voting, conversion and liquida-
tion rights as well as redemption or
sinking fund provisions.

(3) Describe any other material
rights of common or preferred stock-
holders.

(4) Describe any provision in the
charter or by-laws that would delay,
defer or prevent a change in control of
the small business issuer.

(b) Debt Securities. (1) If the small
business issuer is offering debt securi-
ties, describe the maturity date, inter-
est rate, conversion or redemption fea-
tures and sinking fund requirements.

(2) Describe all other material provi-
sions giving or limiting the rights of
debtholders. For example, describe sub-
ordination provisions, limitations on
the declaration of dividends, restric-
tions on the issuance of additional
debt, maintenance of asset ratios, etc.

(3) Give the name of any trustee(s)
designated by the indenture and de-
scribe the circumstances under which
the trustee must act on behalf of the
debtholders.

(4) Discuss the tax effects of any se-
curities offered at an ‘‘original issue
discount.’’
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